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ORDER OF REFERENCE 


Extract from the Minutes of Proceedings of the Senate, Thursday, 
February 26, 1953: 

“That the Standing Committee on Canadian Trade Relations be empowered 
to enquire into and report on— 


1. What, in their opinion, might be the most practical steps to further 
implement Article 2 of the North Atlantic Treaty whereby the signatories to 
that document agreed that—‘“They will seek to eliminate conflict in their 
international economic’ policies and will encourage economic collaboration 
between any or all of them’’. 


2. That notwithstanding the generality of the foregoing, the Committee be 
instructed and empowered to consider and report upon how, in their opinion, 
(a) any project for developing economic collaboration, specifically between 
the countries who are signatories to the North Atlantic Treaty, can be 
co-ordinated with the trade policies of other countries of the, free 

world; 


(b) any project for developing economic collaboration between the 
countries which are signatories of the North Atlantic Treaty, might 
have the same degree of permanence that is contemplated in the 
twenty year Military obligation under Article 5 of the Treaty whereby 
“The Parties agree that an armed attack against one or more of them 
‘in Europe or North America shall be considered an attack against 
them all”. 


3. That the Committee be empowered to extend an invitation to those 
wishing to be heard, including representatives of agriculture, industry, labour, 
trade, finance and consumers, to present their views, and that the Committee 
also be empowered to hear representations from business interests or indivi- 
duals from any of the NATO countries who might wish to be heard. 


4. That the Committee be empowered to send for persons, papers, and 
records, and to secure such services as may be necessary for the purpose of 
the enquiry. 

L. C. MOYER, 
Clerk of the Senate.” 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, April 22, 1953. 


Pursuant to adjournment and notice the Standing Committee on Canadian 
Trade Relations met this day at 10.30 a.m. 


Present: The Honourable Senators: McLean, Chairman; Bishop, Burchill, 
Campbell, Crerar, Euler, Hushion, Lambert, McDonald, Paterson, Pirie and 
Turgeon—12. 


Consideration of the order of reference of February 26, 1953, was resumed. 


The following were heard:— 
Mr. D. P. Cruikshank, President, Canadian Council, International Chamber 
of Commerce. 


Mr. J. G. Nelles, General Manager, Canadian Council, International 
Chamber of Commerce. 


Dr. D. B. Marsh, Economist, Royal Bank of Canada. 


Further consideration of the order of reference was postponed. 


At 12.15 p.m. the Committee adjourned until tomorrow, Thursday, ay 
23, 1953, at 10.30 a.m. 
ATTEST. 


JOHN A. HINDS, 
Assistant Chief Clerk of Committees. 
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MINUTES OF EVIDENCE 


- THE SENATE, 
Ottawa, Wednesday, April 22, 1953. 


The Standing Committee on Canadian Trade Relations which was em- 
powered to inquire into and report upon the development of trade between 
countries signatory to the North Atlantic Treaty, and with other countries of 
the free world, met this day at 10.30 a.m. 


/ Hon Mr. McLEAN in the Chair. 


The CHAIRMAN: Honourable members, I will call the meeting to order. 
_ This is the third meeting, as we all know, of the Canadian Trade Relations 
_ Committee since reference was made to us of a resolution introduced in the 
_ Senate on February 12 and, after considerable debate, was passed, and 
referred to us on February 26. 
Hat We have already heard the resolution read several times, and I think 
_ everybody is familiar with it. 
{ACR We are highly honoured this morning to have with us representatives 
. from the International Chamber of Commerce, Mr. D. P. Cruikshank, President 


oe ; ie the Canadian Council, Mr. J. G. Nelles, General Manager, Mr. Carl Bergithon, 


Assistant to the Gerenal Manager, and Dr. D. B. Marsh, an Economist with 
The Royal Bank of Canada. 

f I am very glad to call on Mr.*D. P. Cruikshank, the President of the 
Canadian Council of The International Chamber of Commerce, whom I 
-understand has a brief, and if it is the will of the Committee, I will now ask 
Mr. Cruikshank to present his brief. 

Mr. D. P. CRUIKSHANK: Mr. Chairman, and honourable gentlemen, Mem- 
bers of the Standing Committee of the Senate on Canadian Trade Relations, 
I just want to say this will be rather long, and if you would rather that I did 
A aye not read it, please say so. 


Nee - On behalf of the Canadian Council of the International Chamber of 


Commerce I should like to thank the members of. this Committee for the 
_ opportunity to present the views of the International Chamber, “with respect 


Py 
oe . to this general question,” as your letter of February 26th, 1953, stated, “of 
: - _ inereased multilateral trade between the nations of the free world, which is 


Fa of such vital importance today.”’ As the leading international private organiz- 
ation comprising all types of business, industry and commerce, the International 
Chamber has been particularly concerned with the question of multilateral 
trade for some thirty-four years since its founding in Paris, France, in 1919. 
The Chamber now has national sections or committees in some 30 countries, 
and the Canadian Council, which was established in 1945, is very pleased indeed 
to commend the initiative of Senator McLean and his Committee in focusing 
- attention in Canada on the general problem of world trade. 
; At the outset, I should like to say that in presenting our views to the 
Committee we did not feel that it was necessary to review the statistical position 
of world trade today and its accompanying balance of payments, with the 
relationship of Canada thereto, as such figures will be as readily available to 
the Committee here in Ottawa as they are to our own group. We have also 


fe. not attempted to outline the nature and scope of the various international 


governmental organizations dealing with the problem, such as the International 
Monetary Fund, the International Bank, the General Agreement on Tariffs and 
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Trade, etc., as the Committee will have such information close at hand 
have the arivie of numerous government officers who have been c 
with actual operation of such bodies. The International Chamber, I n 
has also an official connection with the United Nations through its st 
non-governmental consultant in “Category A” to the Economic an : 
Council. a 
What we propose to do this morning is to draw your attention: ta) 
the more recent policy statements of the International Chamber of Cor 
which I feel might be helpful to your Committee in the broader conside 
of steps which Canada might take to improve trade relations. In doin 
would like to emphasize that the statements of policy to which I shall r 
represent the considered opinion of prominent businessmen in many coun 
While the Canadian Council has not as yet participated fully in all the | 


and many of its committee meetings and, as a consequence, we ne a 
in principle the general thesis underlying all the International Chamk rT 


with the countries signatory to the Atlantic Pact, we would submit 
adoption of the International Chamber’s principles and recommendat 
such countries would indeed improve their economic relations, but the p 
besetting world trade today can only be solved by the adootion of such 
_ cibles by all trading nations. 


TI. Convertibility of Currencies 


The International Chamber of Commerce takes a fairly optimistic 

the question of re-establishing convertibility of currencies, which toda 

tially means that all currencies of the free world should be readily con 1 
into U.S. dollars. A Committee of the I.C.C. Commission on Commercial ¢ 

Monetary Policy recently examined the question of how to provide, 

of need, facilities for countries whose monetary reserves are insufficient 

the immediate impact of a free exchange market. This approach wa 

on the assumption that even though the establishment of free exchange | 

might be possible now, there would likely arise temporary payment diffi 

_and means would have to be established to tide individual countries ove 
short-term periods. et 

The International Chamber of Commerce has consistently taken the att 

that a primary requisite to the re-establishment of the convertibility of 

rencies was the creation of internal financial stability, that is to say, a red 

in deficit financing, a general steering away from inflationary policies an 

establishment of internal price stability. The International Chamber of 


direct bearing on that country’s balance of payments situation. In 
connection the Report of the Sub-Committee which was published in Febru: 
of this year states: “The re-establishement of convertibility is not a goal 
itself but will result naturally from the restoration of general internal ie ‘l- : 


guards, it will at the same time help ‘in eliminating the danger oft recurr 
crises and in restoring monetary confidence, thus sone tae to a recover 
savings and an expansion of productive investment.” 
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The International Chamber of Commerce takes the view that a number of 


- countries,have gone a long way in re-establishing internal stability but that a 
_ number of problems still stand in the way of effective working of convertibility. 


One factor is that in many countries public expenditure still remains very 


_ high, in some, as much as 35 to 45 per cent of the national income, for such 


purposes as government-controlled investment in housing, welfare, nationalized 


_ industries, etc. Not only is such public expenditure apt to leave budget deficits 
but it imposes a very high tax burden with the result that, in the words of 
_ the Report, “The spirit of enterprise is deadened, costs are increased and the 


flow of savings is reduced.” 
Another difficulty, of course, is presented by the restrictions and barriers 


which impede the flow of world trade and here I would like to quote the 
Report at greater length: 


In the first place, there are the restrictions imposed with greater 
or less justification for balance-of-payments reasons by countries which 
have found themselves in particularly difficult situations. During the 
transition period they have been able to resort to trade restrictions, 
more especially as emergency measures; in administration there is, in 
fact, a tendency to consider the immediate rather than the ultimate 
effects. It has, however, been found again and again that a reduction 
in imports has not led to a contraction in spending but has just caused 
money to be diverted to the home market, thus bringing about an increase 
in purchases of domestic goods and services, so that fewer of these have 
been available for export. Moreover, no country can really know the 
true value of its currency as long as it maintains severe import restric- 
tions which impede the normal functioning of markets. The return to 
convertibility without a freeing of trade would be a mere sham, and 
there is no reason to suppose that this fundamental fact has not been 
realized: an abundant flow of trade and an adequate degree of economic 
freedom represent the only foundation upon which a sounder currency 
can be built. 

But the restrictions imposed for monetary purposes which grew up 
during the war are not the only hindrance to the flow of trade; there 

are also the long-standing tariff-barriers, among which, of course, the 
U.S. tariff is of particular importance as far as the convertibility of 
foreign currencies into dollars is concerned. Fortunately, opinion in the 
United States—including that of important industrial circles—is begin- 
ning to demand substantial reductions in the existing duties and to 
realize the extreme importance for a creditor nation to accept the goods 
~ and services of other countries. Any other course would be tragedy. 
The amount of aid granted has brought it home to the average American 
that it may be more to his advantage to permit the entry of goods from 
abroad than to go on subsidizing other countries. It should no longer 
be possible for anybody to fail to recognize the common sense behind the 
slogan “trade instead of aid’. 


The Report of the International Chamber of Commerce’s subcommittee on 


monetary reserves and convertibility, created by its Commission on Commercial 
and Monetary Policy, then considers the need for increased mnoetary reserves 


and some of the difficulties which a return to convertibility might have in its 


- wake when gold and dollar reserves are barely adequate. As the Report says, 


“Tf reserves are slender every difficulty is likely to turn into a crisis.” In the 


period of transition from a controlled to a free system in payments and foreign 


ei? trade temporary deficits may have to be covered. Once convertibility has been 


re-established it is important that continuous liquidity be maintained in order 


ot to avoid a recurrence of the situation in 1931, when, after most countries had 
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returned to the gold exchange standard by 1929 and monetary confidence was 
restored in nearly all countries, a few weeks of crisis in short-term credits 
sufficed to upset the exchange stability which had been achieved gradually in 
the previous decade. 

The Committee recognized the institutions which exist for maintaining 
stability in the international monetary reserves, mentioning particularly the 
European Payments Union which operates as part of the Organization for 
European Economic Co-operation program and the International Monetary 
Fund as well as the International Bank for Reconstruction and Development. 
The International Chamber of Commerce Committee, however, questions 
whether it will suffice to rely upon the means possessed by these institutions 
particularly as the International Monetary Fund “has still to show in what 
way it can effectively use the $3.0 billion in gold and dollars which it has at 
its disposal.” : 

In the Report of the subcommittee which has been adopted by the Inter- 
national Chamber of Commerce Council it is proposed as a further step to 
strengthen the international liquidity position that convertibility funds be 
established in the financially strong countries. Such convertibility funds would 
serve the purpose of increasing international liquidity as required to buttress 
the newly-freed exchange markets and provide for countries seeking to achieve 
convertibility the means of action in case of future temporary difficulties. 

With regard to these proposed convertibility funds in financially strong 
countries the Report says: 


These funds should be authorized to undertake appropriate trans- 
actions and in each case sufficient safeguards must be designed to ensure 
that the country granted facilities by the Convertibility Funds will take 
all the necessary steps promptly to restore its internal and external 
balance. The activities of the various Funds which are established must 
be duly coordinated. 

A precedent for such cooperation may be found in the functioning 
of the Tripartite Agreement which came into being in the autumn of 
1936 upon the issue of simultaneous declarations by the Governments of | 
France, Great Britain and the United States, who were subsequently 
joined by three other governments. 

The Tripartite Agreement, never formally terminated, provided 
valuable experience which may well be given careful consideration in 
conjunction with any action directed towards the re-establishment of 
currency convertibility. Convertibility will necessarily mean converti- 
bility into dollars and, once it is established, it will be equally in the 
interest of countries outside the United States and in that of the United 
States itself to ensure that it is maintained. Experience has shown that, 
in addition to the steps taken in the internal economy of the individual 
countries, special measures must be adopted to safeguard the inter- 
national liquidity position in times of exceptional stress. 

In this newly to be established system of Convertibility Funds the 
role to be played by the United States is, of course, particularly important. 
It may be recalled that in 1934 the U.S. established a Stabilization Fund 
of $2 billion, now largely utilized. Under present circumstances, with 
commodity prices more than doubled, the volume of international trans- 
actions greatly increased, and the number of countries to whom credits 
might be granted substantially larger, this figure would have to be 
appropriately increased. As in the case of the Tripartite Agreement, 
the Fund established by each country would remain under its exclusive 
control. 

The creation of such Funds should not be regarded merely as a means 
of rendering financial assistance to other countries; it is in the interest 
of the financially strong countries themselves to have liquid resources 
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available in case of need. Therg is no doubt that one of the reasons for 


the intensity of the depression of the 1930’s was the additional compli- 
cation of the liquidity crisis of 1931. It should not be forgotten that the 


losses suffered in particular by the economy of the United States owing 


_ to the extreme severity of the great depression have been estimated at 


something like $200 billion (at the prices prevailing at the beginning of _ 


the 1930’s, which were lower than those ruling at present). 


Should it be decided in the near future or at a later date—in the 
event, for instance, of a deflationary fall in prices—to increase the world 


price of gold (as provided in the Articles of Agreement of the Interna- 


tional Monetary Fund), then part of the revaluation profits would 
; probably in any case be used to provide resources for Convertibility 
Funds. In the absence of a change in the gold price, it would seem 


a appropriate to finance the proposed Funds by allocations of specially 


created government securities, such as that made in the 1930’s in Great 
Britain and the Netherlands. 

The effectiveness with which these Funds will create confidence in 
the various currencies of the western world will depend to a very 
_ considerable degree upon their size; for the very knowledge that there 
are substantial resources which may be called upon in case of need 
_ will have a reassuring influence. 


ea That the Lea balance of payments position presents an oppor- 
tunity for decisive measures to be taken towards convertibility. 


(6) That for countries working their way back to convertibility the 
primary requisite is the restoration and maintenance of their internal 
financial stability. 


(c) That as soon as the reserve position makes it possible, effective 
foreign exchange markets be re-established under which a pattern 
of rates can be reached which corresponds to economic realities. 


(d) That countries with convertible currencies and ample reserves — 
should, ; 


(1) Liberalize their trade. There can be no hope of a restoration 

and maintenance of convertibility without a lowering of trade 

C barriers resulting in an expansion of world trade. The creditor 
Sir, nations have a special responsibility in this respect. 


(2) Establish convertibility funds sufficiently large to ensure the 
revival of confidence. The convertibility funds would serve 
the purpose of increasing international liquidity, which is __ 


Bi needed not only +o buttress the newly freed exchange markets 


but also to provide countries seeking to achieve convertibility 
with the necessary means of action in case of future temporary 
difficulties from which the world is never safe. These funds 
should be authorized to undertake appropriate transactions, and 

A in each case sufficient safeguards must be designed to ensure 
that the country granted facilities by the convertibility funds 
will take all the necessary steps promptly to restore its internal 
and external balance. The activities of the various funds which 
are established must be duly coordinated. 


(3) Take other measures to relieve the foreign exchange markets 
; An example of this would be the willingness of a creditor 
government to accept payment in the currency of the other 
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country. The sums thus received could be applied by the | 
recipient to constructive economic projects either in the debtor 
country or elsewhere which would tend to relieve the pressure 
for additional budgetary operations for foreign expenditures. 
In this way the demand for scarce currencies on world markets _ 
would be reduced. 


Il. Foreign Investment As It Affects Balance Of Payment And Trade 


The living standards of the world depend on the volume of international _ 
trade. In addition to free exchange of goods and services, however, there — 
should also be a free flow of capital investment. This question is tied closely 
to that of the convertibility of currencies. Just as the exchange of goods 
cannot prosper under trade restrictions and foreign exchange control, the 
movement of capital funds is hampered by the absence of free exchange 
markets. A much freer movement of capital than exists today would not only 
aid the volume of trade but would also tend to stabilize the balance of pay- 
ments situation, provided flight of capital was prevented. 

The importance of capital movements to the balance of payments Sin ahiont 
has been amply demonstrated in the case of Canada itself. Canada, however, 
has enjoyed a unique position in the post-war years with regard to the | 
investment of foreign capital in its industry and resources. Other countries  § — 
have been less fortunate. The bulk of capital investment in foreign countries 
since World War II has been for government or inter-governmental account. 

The kind and degree of economic development which countries are seek- 
ing to achieve today cannot take place without a big expansion of international 
private investments. A recent statement by the International Chamber of 
Commerce Council makes this observation and adds: 


Government funds are not suitable for that purpose and are, 
moreover, unlikely to be sufficient. Private investment alone has the 
dynamic and realistic qualities required by giving full scope to individual __ 
inventiveness, enterprise and risk-taking. Direct business investment, 
for instance, represents the best possible combination of capital, tech- 
nology and management. PAN aA as. 

There are undoubtedly fields of Uevelogaene in which government 
funds have an essential role to play. But government financing should — 
not be allowed to encroach upon areas which can best be served by 
private capital and enterprise. Nor can countries that fail to take the 
proper measures to attract and protect private investments expect bo ea Ne 
receive government funds as a substitute for private capital. 


As a means of promoting the flow of private investments to countries 
requiring foreign capital for the development of their resources, the Inter- 
national Chamber of Commerce has drawn up an “International Code of Fair 
Treatment for Foreign Investments”, which takes the form of an agreement for  — 
signature between governments and describes the conditions which would ‘ 
create a favourable climate for the greater flow of investment funds. The 
International Chamber of Commerce Code has already been submitted to all 
member governments of the United Nations and is believed to have exercised 
considerable influence. This Code is published in the International Chamber 
of Commerce’s Brochure No. 129, copies of which we are placing in the hands 
of your Chairman for the information of the Committee. yc 

In brief, the Code, or Draft Treaty, provides that the parties thereto shall 
adopt legislation within their respective countries providing for fair treat- 
ment of foreign capital, including respect for contractual obligations, com- Se 
pensation in case of nationalization and arrangements enabling profits derived 


. 4 ; 7 
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Pavecimeivt of such foreign capital to be fhoutberean to the country 
The Chamber believes that the capital importing country should 


reat foreign investments on the same favourable basis as investments made 
its. own nationals. 


implification of Trade Formalities 

‘The International Chamber of Commerce’s Committee on Formalities in 
In ernational Trade has worked assiduously over a long period of time 
ards the simplification of trade formalities. The work of the International 
mber of Commerce in this regard has met with considerable response 


Ae on Tariffs and Trade at their 7th ean in November, 1952, adopted 
two sets of recommendations with regard to trade formalities and approved 


alities (consular invoices and visas) as soon as possible and, in any 
ay the end of 1956, and a sharp reduction of consular fees and formalities 
Me mi imum the number of documents required by the customs tan bee for 
the entry of goods. The Convention on Commercial Samples and Advertising 
[aterial was opened for signature by governments on February Ist, 1953. 

m response to a resolution of the Council of the International Chamber 
Yommerce on “sanctity of contracts” the Contracting Parties of GATT also 
-a recommendation calling upon all the signatory governments to make 
effort to permit the fulfilment of bona fide contracts concluded before 
the imposition or intensification of quantitative restrictions. 

ge The Contracting Parties have also decided to investigate two other 


‘The International Chamber of Commerce has consistently opposed the 
rvention of governments in international trade. At its XIth Congress in 
reux, Switzerland, in June, 1947, the International Chamber of Commerce 
ee a resolution on: “The Merchant’s Role in International Trade” which 


ay The International Chamber of Commerce is of opinion that bulk 
_ buying by governments, as a method of ensuring supplies from abroad, 

ae is frequently both uneconomic and unsuccessful, fails to stimulate 
_ increased world production of the commodity in short supply, leads 
as almost inevitably to collective selling by the producers of the commodi- 

of ties involved and, by introducing politics into business, creates inter- - 
~ national tension. ¢ 

: The Chamber urges that the functions of purchasing Sanda return 
as soon as possible to the recognized trade channels and to Exchanges, 

which have acquired a detailed and expert knowledge of the various 

markets over a long period of trading, and which provide facilities 


: _ essential to industry and commerce. 


sete Reasution and Scie bait draws the attention of the Committee | 
e last paragraph of the resolution which urges that the functions of 
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purchasing should return as soon as possible to the recognized trade channeee ; 


and to free exchanges. We strongly believe that the open market, where 


private traders may buy and sell in accordance with their needs, is the only — ay 


satisfactory means of reflecting the actual supply and demand of commodities © 


entering into international trade and hence of establishing realistic world prices. 
In conclusion, the Canadian Council commends to this Committee of 


the Senate the above-mentioned views of the International Chamber of Com- . 
merce and trusts that they may be of assistance to them in seeking solutions _ 


to the many problems that surround the present flow of trade between nations. 
The CHAIRMAN: Thank you very much, Mr. Cruikshank. 
Mr. CRUIKSHANK: I am sorry it has been so long, but it does express our 
views. 


The CHAIRMAN: Honourable members, the meeting is now open for | 


questioning, if any honourable member wishes to question Mr. Cruikshank. — 
There is a great deal of meat in what he has said. 


Hon. Mr. TurGEon: Mr. Chairman, may I ask a question? 


The CHAIRMAN: Certainly. K 


ih 


Hon. Mr. TurcEon: In your recommendation for freer trade, Mr. Cruik-. 


shank, do you include any steps which would be dangerous to any particular 
local interests? : 
Mr. CRUIKSHANK: The recommendation for what, Senator Turgeon? 
Hon. Mr. TurGEOoN: For freer trade, and greater imports? Do you provide 


any caution against injury to an industry which is carrying on business under 


difficult conditions? 3 


Mr. CRUIKSHANK: I do not think it has ever come up. Perhaps Mr. Nelles mae 


could answer that better than I. 


Mr. NELLES: I think it was considered, Mr. Chairman, but the fost 
mendation was in general terms. I think that each individual country, when ~ 
negotiating such an agreement, would no doubt look after certain interests. — 
It has been the hope of the Chamber that any sectional interest would not 
wreck the general framework under which world trade is to be liberalized. — 


Hon. Mr. PATERSON: Mr. Chairman, is not this whole discussion just on the 


~ ree 


fringe? The meat and heart of the whole thing is the standard of living in ~ iB 


the various countries. May I give you an illustration. I can buy trout flies in. 
Vancouver for twenty-four for $1.00, tied in Japan. The shipping, going — 
through the Panama Canal is largely Norwegian or Greek. Why? Because. 


their standard of living is so low, that they can afford to carry that trade. Are > a Noe 


we not all afraid of foreign competition? Would it not create unemployment, 


if we allow the Japanese, who will work for fifty cents a day, to compete with oe 


men in our own industries? 
The meat of the nut is the standard of living in this country, and in the 


United States they are doing their best to build up the standard of living in- g 


foreign countries, but it will be a long process. 

Hon. Mr. Crerar: That is a very difficult point, Mr. Chairman. It done 
seem to me that low-priced goods will tend to improve the standard of living, 
rather than reducing it. If I can buy a suit of clothes, for instance, from 
Japan twenty per cent cheaper than I can buy it in Canada, I have a sort of 
vague idea Mr. Chairman, that helps my standard of living. It is true that 
may be the means of the dislocation of some labour, but through these arti- 


ficialities, very often we direct labour into the wrong channels, and into the _ 


wrong places. If there is any virtue in the proposition very admirably outlined 
in this brief, the increase in world trade—the general expansion of trade—will — 
promote general wellbeing. I do not know about this Japanese business. I 


io tt 


‘ ae 
> hue 
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on. Mr. Crerar: No. I think in theory, if we carry it out logically, we 
] d be creating tariff barriers every time industry was threatened to be in 


I Feceil back twenty-five or thirty years ago when the Western farmers 
> on 1 the march, and were wanting free agricultural car and it was 


ee us duties were taken off agricultural implements. It is true there 
y ha ave been a little readjustment necessary. But what has followed? We 


basis than it ever was in its history. 

I think, if we are in earnest about seeking the Re Me of world trade, 

are getting to the point where we must have currency convertibility, which 

‘only come through an expansion of world tradé, solidly based, and I think 
ive to do some thinking about that, Mr. Chairman. ; 

he CHAIRMAN: I think there is a great deal in what you say, Senator 

. The world is divided today. We have the iron curtain sphere of 


. free world have barriers placed around them, we will wreck the free - 
situation completely. In regard to the NATO nations; it is not a question 
ether they are going to do anything or not; they are going to doit. They © 
ave to do a certain amount of exploring, and how are we going to do it? 


‘Going back to the remark by Senator Paterson, in regard to the foreign 
ing; is not their capital investment very low? I think some of the ships 
sell for a song. 

on. Mr. PATERSON: That is quite true, but it is their wages which keep 
afloat now. 

he CHAIRMAN: I notice, in regard to the NATO nations, they would like 
do some shipping, but it is in the Act that the freight must be carried in 
erican vessels. That is a point of grievance with these other nations— 
y or wrongly. 

I noticed in the Press a suggestion that we should get more shipping. 
& no question but what we could carry our purchases home. I know 


d 1 States, ena as regards the shipping, we are paying more than double. 
wages. That makes it very difficult. 


i iven this matter a great deal of thought. Perhaps he would like to 
3 word. 

on. Mr. CAMPBELL: I think it would be better if you got he evidence 
he witnesses who are here. 
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In regard to this question of shipping; there is a tremendous differential 
between the cost of Canadian shipping, and that of other countries. The ey 
difference between the cost of operating a ten thousand ton Canadian vessel - 
as compared, for instance, with a Norwegian vessel, is about $350 a day. 

Hon. Mr. BurcHILL: In favour of whom? x 

Hon. Mr. CAMPBELL: In favour of the Norwegians. It is the cost to the 
Canadian shipping of around eight hundred dollars, as against a cost of about a 
five hundred dollars to the Norwegians. The Italian vessels are even lower 
in cost, and also the German. r i : 

The CHainMAN: Apart from the capital cost? 

Hon. Mr. CAMPBELL: That is purely for operation, provisions, fuel, wages 
and maintenance. 

Hon. Mr. PATERSON: Do not forget the Japanese are even lower. 


Hon. Mr. CAMPBELL: They will be lower undoubtedly. However, on the 
other hand, the operation of a Norwegian vessel is far superior to the British, 
the United States and the Canadian. A company in which I am interested 
charters Norwegian vessels in order to carry on business. I have been on 
these vessels and the interest the crews take in the maintenance of their vessels — “ae 
is most encouraging to see. They will do repairs afloat, which the crews of 
Canadian vessels would not think of doing. I do not think it is so much the 
difference in the standard of living as it is in the customs of the country. The 
Norwegians go to sea, and take pride in their work, and are willing to work > 
at lower costs. But there is that differential I would like to ask . be 
Mr. Cruikshank a question, if I may. Ee a 

The CHAIRMAN: Certainly, Senator Campbell. me RET ats, 

Hon. Mr. CAMPBELL: On page 7 you sum up the views of the Tntevaatian am 
Chamber of Commerce in regard to the convertibility of currency, and then in 
paragraph 3, on page eight, you suggest that countries or creditor governments _ 
should be willing to take the currency of the other countries. Is that not 2h 
what we are doing, in effect, by insuring foreign creditors, and insuring | ship-_ 
ments of goods abroad—in the final analysis? ire 

The CHAIRMAN: I think, Senator Campbell, it is that these goods are sold 
for Canadian currency. We take probably greater risks in selling them. 


Hon. Mr. CAMPBELL: Where you have a method of insuring, and a country __ 
fails to pay, what is the remedy in ‘that case for governments which stand Mi 
behind these shipments? Has it not been considered at all, Mr. Cruikshank, 
‘by your Chamber of Commerce? 


Mr. CRUIKSHANK: It is paid in Canadian currency, and if there is a on 
in a foreign country, you are paid back in Canadian currency. ' 


Hon. Mr. CAMPBELL: As far as the payment of the shipment is concerned, 
that is paid for in Canadian currency? 


Mr. CRUIKSHANK: Yes. ass 
Hon. Mr. CAMPBELL: What does the government get? ie 


The CHAIRMAN: You have to go through quite a routine to ship that way. 
If the Canadian government paid a few thousand dollars—for instance, the 
Chinese ships which were sold, the Canadian government paid the bank three 
million or four million dollars, or whatever the amount was. Probably we 
gave it in the wrong place, in that connection. 

Hon. Mr. CAMPBELL: A great deal of this discussion is theory and opinions. — 
When you get down to the practical method of doing things, for instance, a 
shipment of goods to Brazil; there is no doubt today but that Brazil is having — 
great difficulty in finding dollars to buy goods, and many people now have > 
refused to send goods to Brazil, because they do not think pene will be Pa aM 


os 
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What I am saying is that the first practical step which Canada has taken 
is in the method of insuring any of these creditors and foreign countries, 
where you have a weak currency situation, or an uncertain political situation. 
Do you think more can be done by the Government of Canada agreeing to 
accept foreign currency, than they can by insuring in this way, and if so, 
what happens when they do get this foreign currency? 


The CHAIRMAN: May I answer that, Senator Campbell? 


Hon. Mr. CAMPBELL: I would rather the Witness would answer it, Mr. 
Chairman. After all, the International Chamber of Commerce has been 
studying these questions. 


Mr. NELLES: Mr. Chairman, actually, while we do not come down to 
specific situations, the policy of the Chamber has been to try and draft 
practical rules and Codes of conduct for use by governments, in the hope 
that such situations would be straightened out. That is the reason for this 
Code of Fair Treatment for Foreign Investments. If the governments would 
adopt the Code and follow it to the letter, some of these difficult problems 
would be solved. But I do not think the Chamber of Commerce, nor any 
other organization, can foresee all the possibilities of what you might call 
“unmoral conduct” on the part of foreign nations. You cannot safeguard against 
all contingencies. But if the governments would adopt such Codes, and follow 
them through, we would not get into some of the difficulties in which we 
_ find ourselves today. % 

I might add a word to Senator Campbell’s remark about tariffs and 
about shipping from the Far East. The Chamber has never suggested all 
tariffs should be withdrawn at one fell swoop, but trade must be liberalized 
progressively through governmental action and by carrying out their agree- 
ments in good faith. Certainly we have all kinds of standards of living in 
the world which affect our own industries, but primarily the Committee 
considered within its Terms of Reference the NATO countries. 

We have been working largely with the countries of the western worid 
in mind, and it has always been a problem, and will be for some time, that 
the low standard of living—in Japan and China—may force us to maintain 
a certain protection until their standard of living has come up somewhat 
closer to ours. 

But the liberalization of trade and the institution of arrangements for 
converting funds are inter-dependent, and if these are carried out by 
governmental action with good will, and following the rules to which they 
agree, these things would be much nearer solution. 

The United States has subscribed to this—at least it has not been officially 
adopted by the Senate—to this agreement on tariff and trade, but, neverthe- 
less, the United States has been operating under it, but because of certain 
pressures in the United States, the rules have not been followed in the 
United States. There is nothing the Chamber, nor any other organization can 
do to force the American government to act in perhaps a better manner in 
‘respect to these obligations. 

Hon. Mr. BURCHILL: We are interested in that question, too. I am think- 
ing of our trade relations with Great Britain, particularly; I mean, our gov- 
ernmental trade relations. The Canadian Government loaned Great Britain 
a certain amount of Canadian currency for goods to be purchased in Canada. 
By arrangement the U.K. Government makes payments on that in Canadian 
dollars at the present time? - 


The CHAIRMAN: Yes, I understand they do. 


Hon. Mr. BurcuHILu: I thought of that in this way; I am just theorizing, 
but if the Canadian Government was willing to accept British currency— 
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_ pounds instead of Canadian dollars—for that alone, and, as you sug 
investments in Great Britain with the money they receive, would 
be something you had in mind? 

Mr. NELLES: Yes. With the operation of this plan, you wot d I 
to transfer currency. 

Hon. Mr. Burcuitu: And that would relieve the pressure of Cat 
dollars in Great Britain. 


Hon. Mr. CAMPBELL: That does not accomplish a single ‘thing. 
sell to Great Britain, _and take sterling, and then turn around and spe 


starting point again. 

The CHAIRMAN: Senator Campbell, we do not have to necessarily. 
in Great Britain. It might be spent in South Africa, or Australia. 
discussing this with a gentleman in Jamaica a few ees ago: ie 
starting the erection of a large hotel. They need hotels and playgro 
in Jamaica, and require a couple of million dollars, and there will be m 
Canadian and American subscribers to that fund. I spoke ee é 


with British pounds. 


Hon. Mr. CAMPBELL: I would like to hear the witness on that. 
is, what advantage do you get by the Government taking foreign 
ar you are going to spend it again, and I do not care where you sf 
The only advantage you have is by way of insurance, by which wher 
shipment of goods is finally made to a country which is unable to 
there is a domestic situation created in that country, and their cur 
accepted, frozen and held by the country. Can you explain where th 
any advantage in accepting Sterling and pounds, and then the 
spending it in Australia, or any place else? 1 

Hon. Mr. Crerar: Before the witness answers that, there seems tc 
very important point raised by Senator Campbell. Let us take as an 
one million bushels of wheat. Quite obviously our private traders, 


use to the e radlicais: 

Does it not boil down to this; if we take Sfecine for a million 
wheat, the Canadian Government has to provide the dollars, in~ 
instance, to get the wheat, and they accumulate the sterling, and © 
they do with the sterling in the future? They may say, “All right, \ 
invést the equivalent of one million bushels of wheat in Britain, i 
industry”, but that boils down to this; that the Canadian Govern ‘ent 
going to make a loan to Britain for that amount. That is the way I se a 
that is the point I think Senator Campbell had in mind, and I think it 
be interesting if this group could have some elucidation of it if we can gi 

Hon. Mr. CAMPBELL: That would be interesting. anh hg 

Mr, CRUIKSHANK: We have an economist here, Dr. Marsh, who mig 
a word to say. 


grabs 
ie Wa 
om 


OM 
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‘Dr. MarsH: Mr. Chairman, I would say that any acceptance of sterling in 
return for Canadian exports would be de facto a loan. There is no doubt 
about that. I agree with what Senator Crerar has said. I think that the mere 
spending of that sterling in Great Britain need not put us back where we were 
before. It is exchanging our wheat for machinery, or whatever it may be, 
from Great Britain. That does not put us back where we were. It would 
facilitate the exchange of goods and services between nations. If we took the 
sterling temporarily, and spent it the next day, so much the better; if we took 
sterling and did not spend it, so much the worse. We have the contingency 
of goods and services, with ‘the loan coming to us sometimes in the future. 
We cannot get the loan back, unless we take some goods in exchange for the 
sterling. I think that is the essence of the plan, and you would facilitate the 
exchange of goods and services. 

I admit at once that taking sterling is a loan, and if you invest that in 
Great Britain, you are switching from one type of loan to another. Maybe 
that is a good thing to do, and maybe it is not. However, that is what it is. 
It might pay off. 

Hon. Mr. CAMPBELL: May I make a comment on that statement? By 
doing that, you are doing exactly the same thing as you are doing by selling 
wheat to the United Kingdom for dollars, and spending the dollars in Britain. 

Dr. MarsH: Oh, yes, quite. 

Hon. Mr. CAMPBELL: That is why I do not understand why an effort to 
prevent that is not important. 

Dr. Marsu: If you can sell it for sterling and spend the sterling, you do 
not have to have the dollars. 

Hon. Mr. CAMPBELL: You cannot buy anything in Britain for sterling. 

_ Hon. Mr. TurGEon: In connection with the discussion we are having about 
government intervention, and the exchange of currency, and the taking of 
payment in pounds; as Senator Crerar pointed out, it would have to be the 
government itself which would take the payment in pounds, and pay the 
Canadian exporters in dollars. 

There is a paragraph in the brief with which I am very strongly in 
agreement, but I realize it would take some time to carry it out. I would 
like to know if there is not some conflict of thinking in regard to the Canadian 
Government taking pounds, and paying the Canadian exporters in dollars. 

The statement on page 11, under heading No. IV, ‘State Trading” reads: 


The International Chamber of Commerce has consistantly opposed 
the intervention of governments in international trade. 


With the recommendation: 


At the XIth Congress in Montreux, Switzerland, in June, 1947, the 
International Chamber of Commerce adopted a resolution on: “The 
Merchant’s Role in International Trade” which declared that, 

The International Chamber of Commerce is of opinion that - 
bulk buying by governments, as a method of ensuring supplies from 
abroad, is frequently both uneconomic and unsuccessful, fails to 
stimulate increased world production of the commodity in short 
supply, leads almost inevitably to collective selling by the producers 
of the commodities involved and, by introducing politics into busi- 
ness, creates international tension. 

The Chamber urges that the functions of purchasing should 
return as soon as possible to the recognized trade channels and to 
Exchanges, which have acquired a detailed and expert knowledge 
of the various markets over a long period of trading, and which 
provide facilities essential to industry and commerce. 
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Can we exchange the currency? I am all for the convertibility of coe 
Can it be brought about by the Canadian Government accepting f 
purposes the Sterling, and paying in Canadian currency, and can 
reconciled with the recommendation made in 1947 and assented to here 
for putting a finality to government intervention in state trading? I am st Qn 
in favour of governments, as soon as possible, getting out of the state 
but can the two be reconciled? 

Mr. NELLEs: In the course of time, yes. If you had a free ontnae mal 
whereby exchange could move freely, there would be no reason fc 
Government being in the picture as it is today. 

Hon. Mr. Turceon: If I were an exporter, sending wheat or somet ng 
Great Britain, and the Government took payment in pounds, and gave 
money in dollars, and that was continued for any length of time, would 1 
bring about state trade? It might assist in the convertibility of currency, 
if it did not, by itself, bring about the convertibility of currency, I se 
fae merely perpetuate state trade, rather than end it. 

r. NELLES: It could do, I think, under those circumstances. 

tye CuHairMaAN: I think Senator Turgeon, you will find that the Govern 

has always showed these reserves and if you sell on a foreign market, you 
these short term credits, and when you get the money to pay for the g 
you go to the Bank of Canada, and exchange the currency. As Go: 
Towers told us, we lost eighty million dollars of American reserves on acc 


purchasing power of the Erich: Empire. T think i would be but abe et: im 
before, we lost ten million oes or twelve million dollars, as it we re 


mean? Supposing, as Senator Crerar says, we sell one million bushels: oe 

and get sterling, say, one million pounds. What you maintain is thats @ 

immediately convert that one million pounds into Canadian dollars. 
The CHAIRMAN: That is right. 


Hon. Mr. PATERSON: Who guarantees it? The Canadian Government ‘tal 
the onus of guaranteeing those pounds as being good? f 


The CHAIRMAN: Unless we are free to hand it back to ‘private ente 
as Mr. Cruikshank says. I think he is suggesting that it be handed ba 
private enterprise. Then we take our own risks. Rey 

Hon. Mr. PATERSON: Would you take the pounds now? : 

_ The CHAIRMAN; No, because the Bank of Canada does not recognize + 

Hon. Mr. PaTEeRSON: Then the Government has to guarantee them? ; 


: The CHAIRMAN: ieve guarantee only what they hold in their own res 
not what you and I hold. We take a risk with American curren Pr 


private enterprise, and not against the government which sits down at 
and changes the value of the currency over night. 


Hon. Mr. Crerar: Using wheat again as an illustration; we take payee 
for the one million bushels of what is Sterling. We have then, say, one. ill 
pounds of sterling, by way of illustration. Quite obviously we cannot p 
transport companies in Canada, nor the producers of wheat in pounds, because — 
they are of no use to them. The Canadian Government then might say “Well, a 
we have got this one million pounds; we will go in and buy one million pou ir 
worth of rubber from say, Malaya, which is in the sterling area, and we di: pt 
of the one million pounds, and get the equivalent in rubber’. But that d 
help, as far as Britain is concerned. It is not converted in the real m 
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of the term, because Britain lost the equivalent of what she would get if the 
one million pounds were converted into dollars. What is the remedy? I suggest 
that the remedy is for Britain to put herself in a position, if necessary, by 
lowering the standard of living, working longer hours, and at lower rates of 
pay, to produce chiefly what she can export to other markets. There is then 
an obligation on us to accept British goods, and we should not let tariff barriers 
stand in the way of that. 

When we remove the tariff barrier on textiles, for instance, where they 
are still very high, we help Britain to earn dollars, but in that way we may 
dislocate some of our existing industries, and that is something from which 
we shrink. We say we are going to maintain the standard of living; we are 
going to maintain the scale of wages in the textile industry, and we will 
maintain the hours of work in the textile industry, and so we have to bar 
British goods and in that way Beavers Britain earning dollars with which to 
pay for our wheat. 

It seems to me a very complicated question, but like most complicated 
questions, if you reduce them to their principles, you will find it may not be 
quite so complicated. 

Hon. Mr. LAMBERT: Senator Crerar used the illustration of textiles. Do 
you think, in the last five years, had there been a very low tariff, even on 
textiles coming into this country from Great Britain, it would have made 
very much difference in the price at which these textiles were being sold in 
this ‘country? 

My point is this: that the spread between the price and the cost of the 
textiles, compared with the ones the Canadians make, or any other country 
makes was so much against the British product in the matter of price, that 
people could not afford to buy them? So that really the trade factors, and 
the tariff factors have very little to do with it. 

I do not want to elaborate too much on this, but it has been quite 
noticeable to anyone who has had the opportunity of observing high-priced 
buying centres like, for instance, Atlantic City, or the West Indian Island of 
Nassau. There the British goods have sold at prices which were never 
approached in this country. We know that the policy of Britain in selling 
their goods has been to sell them to the high-priced centres in order to earn 
dollars from areas where people do not care much about what they pay, es 
long as they get the kind of article they want. I think that factor has had 
a very great deal to do with the falling off of purchases of British goods in 
this country. In other words, it is up to the British themselves to redress that 
balance and have a market here. 

Hon Mr. CreRrAR: I do not quarrel with that statement at all. 

Hon. Mr. LAMBERT: The factor in this question is the quality of the dollars 
and pounds. 

Hon. Mr. Crerar: The effect it has on the value of the dollar— 

Hon. Mr. LAMBERT: Which was inflated, yes. 

Hon. Mr. Crerar: Yes. And attempted to maintain the usual hours of 
work and the high standard of living, which has kept the price of goods so 
high that they could not get into the market. I do not think we helped them 
any in that. They said they would develop high quality goods of a certain 
character to sell at high prices, and that is what Senator Lambert was refer- 
ring to. 

Hon. Mr. PATERSON: Apropos of spending one million dollars on Peruvian 
rubber or Malayan rubber; how about the automobiles or the steel filing 
cabinets which they ship over here? Would that help the situation any? 


That is to increase trade. 


78 STANDING COMMITTEE 


Hon. Mr. Crerar: Let us assume that they would. The com 
English filing cabinets, and, shall we say, English electrical equi 
make it difficult for similar Canadian industries to meet that compe 
‘can take the United States, as a good illustration. The other day th 
a tender for the building of a big Hydro Electric power plant in a ) 
state from Britain, which was lower than the domestic tenders, but 
the effect it might have on some American industry, they turned 
cheaper bid and accepted the higher one. ey i 

Hon. Mr. Campsett; We have a witness here who has had a ood ¢ 
of experience in these matters, and has been associated with the Ch 
Commerce for a number of years, in which these studies have beau L 
and I would like to hear a little more from him, and ask him one | 
questions. 

One of the questions is this: if, in the studies the Chamber ees mi 
feels that the convertibility of eferline is one of the prerequisites 
establishment of free trade? g 


Hea. Mr. as Do they grade it? Do ines) feel that the 
should be concerned with sterling? 
Mr. CRUIKSHANK: Not especially. 
Hon. Mr. CampsBeLu: That has never been a topic for discussio: 
Mr. CRUIKSHANK: No. 
Hon. Mr. CAMPBELL: So it would be a complete trade without the 
barrier of controlled currency? ‘ 
Mr. CRUIKSHANK: That is right. 
Hon. Mr. CAMPBELL: Have any of the countries expressed an - opin n @ 
to when they are likely to be feasible propositions? x 
The CHAIRMAN: They are very indefinite. 
Mr. NreLues: Mr. Chairman, in so far as the programme we ‘sl 
this convertibility is concerned; it is a programme of action. Each co 
ean undertake to go ahead with it. The Committee which drew this fs 
Committee of business representatives from fifteen different countri 
they were trying to seek at least some answers to the present problem 
suggested a programme of action which could be laid down and agreed uj 
Hon. Mr. TurGreon: Is Great Britain one of those countries? 
Mr. NELLES: Yes. : 
Hon. Mr. Turcron: And the United States? 
Mr. NELLES: Yes. 


| -Hon. Mr. CAMPBELL: We all agree that is a desirable thing to 
but in the discussions in this meeting, what were the chief Sit 
way of accomplishing the desired end? 


Mr. NELLES: The chief difficulty is the policy of national governt 1 


eck at every one of these Committee meetings, so when you asked “Has 

_ been discussed” I do not think we can say “Yes, in all cases”. I can assu 
you the factors concerning the problems have been discussed at. one 
-another. Some of the meetings are held in Paris, and some in Ne 
and so unfortunately it has been difficult to always ensure that the Cai 
representatives would be there. But whether we are there or not, we u 
receive a draft of the material discussed. 


Hon. Mr. Crerar: Mr. Chairman, may I ask the witness whic ; 
opinion, comes first; the convertibility of currency, or the removal of 
tions on trade? 
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Mr. CRUIKSHANK: I would say the removal of restrictions on trade. 
Hon. Mr. CrErar: I agree. 
Hon. Mr. CaMpBELL: What do you think we could: do to remove the 


- restrictions on trade? 


Mr. CRUIKSHANK: That matter has been going through my mind. I was 
in New York last week at a meeting, and I was interested in a discussion held 
there. The National Association of Manufacturers of the United States is all 
for lower tariffs; the national section of the International Chamber of Com- 
merce in the United States has found a great deal of propaganda, which is 
going on in Washington, against the maintenance of the high-tariff structure. 
I think they acknowledged that Mr. Eisenhower will go along for another year 
_ with the old agreement, but it is a question whether that will go through. 
- We all hope it will. I am afraid Canada is in a bad position, if we are still 
going to be hampered by high tariffs in the United States. 

. Hon. Mr. EuLEerR: What is your opinion, if President Eisenhower is in 
favour of removing some of these restrictions, in your opinion, could he carry 
the Congress with him? 

Mr. CRUIKSHANK: There is a big job to be done now. The opinion of 
-men with whom I spoke when I was in New York last, was that the President 
is very anxious to bring it along in a friendly way. He does not want to 
start a battle. He is trying by education to get the United States to realize 
they have not gone along with GATT as they should have done. 


Hon. Mr. EULER: But they are going farther, by placing obstacles in the 


* way of dairy production. I understand they want to go farther than that. 


Mr. CRUIKSHANK: That is the opinion in the United States. 

Hon. Mr. LAMBERT: We will not have it officially settled for another 
year yet? 

Mr. CRUIKSHANK: That is right. 

Hon. Mr. Lampert: Apart from the political factor, what is your view 
from an economic point of view, if countries such as Canada and the United 
States were to arrange a tariff structure which would attempt to reduce them, 
shall we say, even to the point of very low degree; in other words, to admit 
British goods into this country: Would that, in your opinion, meet the 
situation? 

Mr. CRUIKSHANK: I do not think I have to express an opinion as a repre- 


eS sentative of the International Chamber. My personal opinion might be differ- 


ent from the Committee’s opinion, or the Chamber’s opinion. I would hesitate 
at a Committee meeting like this to give a definite opinion myself on that 
problem. 

Hon. Mr. LamBert: The whole thing seems simple enough. It is the 
process of inflation in the United Kingdom, and they are complaining now we 
are not buying enough, of their stuff. Could they sell them here at a price 
which would be acceptable to our people, even if the tariff were low enough 
to admit their goods? 

Mr. CRUIKSHANK: The goods are coming in now—lots of them— 


Hon. Mr. LamsBert: I do not know. You see quite a number of British 
cars around. 

Mr. CRUIKSHANK: They are importing lots of British cars into the United 
States today. 

Hon. Mr. LAMBERT: You will see a variety of them around, but in my 
humble opinion they are not as good as they were.a few years ago. 
Mr. CRUIKSHANK: In New York, the automobile show was just filled 
with British cars. 


Ah 
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Hon. Mr. LaMBERT: That does not change the monetary Soe 
pletely. In other words, it is your gab between the dollars 
which continues without much variation, despite the fact ie a a 
is being imported already. 

Hon. Mr. CAMPBELL: Mr. Cruikshank, have you ever had an: 
tion put before your Committee, which would indicate that the tai 
too high against British goods coming into Canada and the Bee 


Mr. CRUIKSHANK: I do not think so. Not that I know Os 


these tariffs a are too cist or not? 

Mr. CRUIKSHANK: The Canadian tariff against Great Britain? 
Hon. Mr. CAMPBELL: Yes. 

Mr. CRUIKSHANK: Are they too high? 

Hon. Mr. CAMPBELL: Yes. 

Mr. CRUIKSHANK: I would think so. : 
Hon. Mr. CamMpsBELL: That is your personal opinion, of course. , 
Mr. CRUIKSHANK: ng 


at the main things the Chamber hee been harping on for a iunoes ee 
~is the method by which goods are valued in Customs. In some of t 
"agreements, tariffs may have been equalized in certain cases, but, — 
goods appear in the Customs House, the Customs officials classify the | 
such a way as to minimize any reduction of the tariff. 


Hon. Mr. Ever: They classify them when the goods come ace 
Mr. NELLES: Yes. i 
Hon. Mr. EuLer: And two or three months after the goods have Ki : 

consumption, they demand a higher rate of duty? 
Mr. NELLES: Yes. \ 
Hon. Mr. TurGEon: Is that criticism confined to the United States? “ 
Mr. NELLES: Not by any means. I think we have all heard of é 

of such situations here. Since the Tariff Act was laid down, the ma 

of goods has changed so radically that many goods niet come i 

classified under a dozen different headings. 

_ Mr. CRUIKSHANK: The International Chamber of Commerce h 
studying that right along. 


The CHAIRMAN: Senator Pirie, you have been studying world trac 7 
you any comment to make? 


_ Hon. Mr. Pirie: I have had a little experience with South mer. 
countries, and I find we ran up against a stone wall in getting prices ~ ar 
legitimate in Canada, and that the Foreign Exchange people are getting into the 
same market. They. will take pounds and Sterling. For instance, the Dut 
the Danes, and the Irish, the Scotchman, and England. They will e 
the same commodity in which I am interested, buying it with pounds, e: 
Sterling, and one we try to bring the Sterling pack up, and convert it, ‘ 
up against a stone wall. aoe pust cannot do it. 


Hon. Mr. ae When you sell them, do you take payment in Sterth 
pounds. : ia Be 
os. 


Hon. Mr. Piriz: No. We have not done that. : 
Hon. Mr. HusHion: Do you sell them for American dollars? 
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‘on. Mr. Pirie: We quote in American dollars. 

on. Mr. HusHIon: But you get paid in pounds? 

fon. Mr. Pirie: No; that is the way they want to pay us. In order for us 
pete with a country which will accept pounds—well, we just cannot 
The price is much lower. We have such a high standard of living here 
; we just cannot get the business on a competitive basis, considering the 
nd sterling question. 

Hon. Mr. Husuron: I was thinking of Senator Paterson’s statement in | 
rd to bringing in automobiles and these filing cabinets. These are com- 
dities we know very well. With our high standard of living, I do know 
at will happen here. I know our shipping is very much higher than the 
eeks or the Italians. How will you compete with them, in regard to 
nadian shipping? We have our boats upon which our men are paid three 
four times what is paid elsewhere. I think it was even higher than that at 
one time. If we reduce that, we will have strikes, and every other blessed — 
ing to contend with. I believe we are too high in’some cases, and probably 
adjustments could be made, but we just cannot say we will take a boat for 
hat the Greeks are paying, or what some of the other low-paying countries 


Hon. Mr. Paterson: I think that is the whole trouble. I was going to 


_ The CHarrman: Certainly, Senator Paterson. 

> ‘Hon. Mr. PATERSON: The Marshall Plan was for the purpose of raising the 
standard of living; the Colombo Plan for the same reason; the International 
Bank for the same purpose. Does the International Chamber of Commerce 
el these three have accomplished something? It must have been discussed. 
ie Mr. CRUIKSHANK: I think so, yes—most decidedly so. In our brief you 
ll see that we say co-ordinated funds should be set up for world con- 
rtibility control, and not thése individual controls which have been established 
these various bodies. 

‘Hon. Mr. PateRSON: In regard to Senator Hushion’s remark; we find that - 
ditions in regard to shipping in Canada are very much worse that the United 
i ites, where costs are a good deal higher. Senator Hushion says it would 
: Est cost us about $400 to run one of our ten thousand.ton ships, whereas it cost 
e: Americans from ten thousand to fifteen thousand dollars, 


‘The CHarrman: Are they sibsidized? 


Hon. Mr. Paterson: When they say our shipments must go in American 
oats, what else can we do? We have to do that to keep our boats afloat. 
ae ‘The CHAIRMAN: It is elementary that nations must have ships. 

eg Hon. Mr. PATERSON: That is economics, Mr. Chairman; it is not free trade. 

The CHAIRMAN: It is bad to put the ships of Canada, or any other free 

on, out of business. : 
Hon. Mr. Paterson: You have a big problem right there, one which you 
annot settle in a day. 
Hon. Mr. Lampert: Mr. Cruikshank said a moment ago that the Inter- 
“national Chamber of Commerce was favourable to world control, and some 
statement that we had to deal with the. whole problem of the free world. 
‘How far do you feel the present International Bank and monetary fund is a 
nove in the right direction? How far do they fulfill your idea of a central 
ntrol agency? 
Mr. CruiKsHANK: There was a meeting held in Mexico recently, and our 
representative came back, and we had a very interesting talk from him on 
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that theory. He was full of it, and was very enthusiastic about it. But as far t 
as any definite action is concerned, I do not think any has been taken as yet. 
We are having a world conference in Vienna next month, and thirty Canadians ~ 


will be going over to that Conference, and that is one of the questions which — 


will come up. 
Hon: Mr. Lampert: Has your Chamber committed itself to such world 
control? 


Mr. NELLES: The Chamber does definitely approve of such institutions as” a 
the Monetary Fund, the World Bank, and so on. We do say, however, that | 


the functions of some of these institutions were not sufficient to cope with the 


whole problem today; therefore, it is suggested that some means of converting 


funds be found as a way of getting quicker action. 

The Chamber in the past, in our discussions, has found it obvious that 
the International Monetary Fund has not operated as it was intended to 
operate. For instance, as we have heard, it has not used its fund of. three 
billion dollars. So we definitely do advocate co-ordinated control of all these 
things. Some method would have to be established of dealing with your 
special problems. But all the problems of convertibility are general now 
and the solutions will have to be co-ordinated. 


Hon. Mr. LAMBERT: You want to see some kind of an organization which — is 


will certainly attempt to control this world situation? 

Mr. NELLES: I would like to see the existing institutions do their jobs 
better. 

Hon. Mr. LAMBERT: How will you do that? 


Mr. NELLES: I think it has come to a point where we should have an 
entirely new approach to the existing institutions to deal with these things. 
These convertibility funds would be still under the control of national soveraen 


ments, and I think the governments should consult amongst themselves se oe 


regard to their use. 


Hon. Mr. LAMBERT: That is where they all start; The Monetary Fund, and 
the International Bank was worked out at Breton ‘Woods by representatives 


of the national governments, and they were set up for the purpose of handling a 


this very problem, which now most people would say has not been satis- ie dey 


factorily dealt with. 


Mr. NELLES: The difficulty in working out a perfect economic world is 


complicated by the policies of governments, sometimes by national ambitions 
and the personal ambitions of dictators. 


Hon. Mr. Pirie: Mr. Chairman, I would like to point out an illustrative _ 


case. Last fall we tendered on a one million dollar order for Uruguay. The 
reason they asked this country to tender was because we have a particular 
commodity they could not buy in certain other countries, and we might have 
had a little preference from that standpoint. 


We received the order, and we were obliged to put up a $100,000 desea ; 


with this Uruguan government on that perishable article. We had to go into 


the market to get a certain class of ship that they required, what are known ~ 


as “Reefer” ships and they even specified the particular line. Just imagine — =a ; 
the risk and the hazards involved. They gave you a certain time limit to eu 


deliver the goods C.I.F., Uruguay. I think it is one of the worst pieces of 
business into which a person can possibly enter. I do not know of any other 
way, if you want the business, that you can get around it. Uruguay will tell 
you just exactly what you have to do, and if they accept your tender, then 
you have to go into the market to set the ships. The shipping companies, 
knowing that, have you “right over the barrel’. 


Hon. Mr. HusHION: They would not do that, surely? 


If any means can be devised whereby we can find 
r some other method of exporting these goods, it will be 


s more of these perishable goods, and we tendered for it again 
other risk, but they finally came back and said, “We are buying the 


unds, we will entertain the order’, but they finally did buy the 


aed diet. 


ponidé on, and we drew up a report some time ago urging the 
ts. not to force their traders to transport goods in ships of a govern- 


copies are desired, they can be sent from Montreal. 


- questions? These gentlemen are here. If not, I feel I can speak 
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e back after we completed this order, and wanted to buy ten 


nmark,, where they will accept pounds”. They said, “If you will © 


r. Pirie: No, but it was a terrific risk. I would not want to have. 


I think there is a copy of that in the hands of the Chairman, 


HAIRMAN: Are there any other honourable senators who would like . 


behalf of the Committee in saying we have enjoyed having you with us. 
You have given us a great deal of information, and we thank _ 
a indly oe oe here. We ae your taking your time eee 
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